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FOREWORD

This memorandum outlines generally the level of economic activity
in the territories of Indochina placed under Viet Minh control by the
Geneva Conference. Estimates are made of the extent of agricultural
self-gufficiency and of the level of activity of industry, principally
of mining, textiles, cement, and transportation. The trading structure
of the North Vietnam area 1s outlined as it functioned before and
during the recent hostilities. The probable benefits to the Soviet
Bloc of the inclusion of the Viet Minh area within the Bloc are
discussed. A comparison is drawn between the prospects for develop-
ment of North and South Vietnam into self-sustaining economic entities.
An estimate of probable economic developments through 1957 is made.
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CIA/RR IM-L02 S-E-C-R-E-T
(ORR Project 10.567)

ESTIMATED ECONOMIC GAINS TO THE SOVIET BLOC
IN NORTH VIETNAM*

Summary and Conclusions

The partitioning of Vietnam, decided upon at the Geneva Conference
21 July 1954, has split a natural economic entity into two parts. The
area now to be controlled by the Viet Minh has relatively greater
potentialities for developing a viable partially industrialized econo-
my, because it is richer in coal and mineral resources; already pos-
sesses cement, textile, and food-processing industrial installations;
and, in addition, has fair possibilities of establishing self-suf-
ficiency in food production. South Vietnam, on the other hand, is an
almost exclusively agricultural economy, with an exportable rice surplus
and rubber plantations producing for export, but with very little 1n
the way of minereal resources and with few lndustrial facilities of
conseguence except rice mllls, rubber factories, distilleries, and
shlpyards

Reports of the 1954 "5th month"** rice crop in North Vietnam,
which may have been as low as 50 percent of normal, indicate that
there may be the worst famine in this area since 1945. The conse-
quent reduction of at least 25 percent of the total 2.4 million
tons**¥ of rice produced from the two annual rice crops in 1953 would
reduce per capita availability from indigenous production to about
97 kilograms.*¥*¥¥ Jince domestic requirements are estimeted at 200
to 250 kilograms per person per year, North Vietnam must either

* The estimates and conclusions contained in this memorandum repre-
sent the best Judgment of the responsible analyst as of 15 September
1954. This memorandum does not include any estimate of possible gains
to the Viet Minh from their acquisitions from North Vietnam residents
and. institutions of holdings of old French-issued Indochinese plaster

currency.
*%  The Sth month crop, harvested in May, is the first crop of the
year.

*%¥%, Tonnages throughdut this report are given in metric tons.
*%*%  Crop production figures are in terms of paddy rice, whereas
consumption is in terms of milled rice (which represents a T75- percent
extraction rate).
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1s possible that as much as 10,000 tons eacn in metal content of
marketable manganese and chrome and fO0 tons of tungsten ore may
be produced per year by 1957 for export to the Soviet Bloc. These
are relatilvely unimportant, however, in comparison with reserves
and production in the Bloc. Manganese and chrome may be of future
importance to the Bloc for bartering purposes, or when Communist
China's requirements exceed exploitation of its own deposits. Of
the nonferrous minerals, North Vietnam has reserves of zinc,
bauxite, and tin which would be of little significance in the Bloc
supply position but perhaps would be of some use in improving
North Vietnam's trade position. The zinc smelter at Quang Yen,

1f restored, would be of possible benefit to Communist China, which
has inadequate facilities for the conversion of zinc ore to metal.
Possibly 8,000 tons of zinc metal and 1,250 tons of tin metal in
concentrates may be produced per year by 1957.

The phosphate industry in North Vietnam will be of great value
to the Viet Minh in its future program to increase food production,
particularly in view of the fact that there is a phosphate fer-
tilizer factory in Haiphong. North Vietnam ig not self-sufficient
in salt, and, pending expansion of the existing salt field, the
large population probably will require imports.

The estimated reserves of coal in North Vietnam are 20 billion
tons. The local Indochina market has been comparatively limited,
and coal has been an important export, especilally to Japan. The
accretion of the Indochina coal mines and reserves to the Soviet
Bloc adds to Soviet resources & significant volume of high-grade
anthracite coal (with lesser amounts of bituminous and lignite),
which 18 particularly well located for transportation by water to
China and other Asiatic countries and well adapted to supplement
and complement the coal presently being mined in China.

The acquisition by the Viet Minh regime (in May 1955) of the
Haiphong Cement Plant, the largest cement producer in Southeast
Asia, with an installed annual capacity of 400,000 tons, will
provide a relatively significant source of supply to Communist
China, whose requirements for cement for immediate construction
purposes are substantial.

The centers of the electric power industry in North Vietnam
are at Hanol and Haiphong and total 41,000 kilowatts (kw), or
three-fourths of the total North Vietnam capacity of 55,000 kw.
Indications, however, are that the electric bower facilities have

_3-
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not recently been utilized at nearly their optimum capacity and that a
significant portion of the supply has been for lié;hting and electric fans.
Although a considerable hydroelectric potential exists, a total capaclty
of less than 1,000 kw is currently installed at 1 zinc mine and 2 tin
mines. The installation of other than the smallest units in the im-
mediste future is vnlikely, because of the costs end time involved.

Most of the basic needs of the population of North Vietnam, as re-
gards consumer goo(.s, are met through the efforts of locel artisans, al-
though the two cotton mills of Indochina, producing cotton fabrics, yarn,
and cotton blankets, are located in North Vietned. Raw cotton supplles
have been obtained entirely from imports, recently from the US.

North Vietnam contains no industrial proiuction facilities which
can be considered :mportant or significant to the machine-building
production of the oviet Bloc as a whole. Although the area 1s well
erdowed with both nsterial and human resources fdr grester industrial-
ization, the machine-building industries are still in the plamning or

rudimentary stages.,

The weapons anl ammunition industry of North Vietnam is very limi-
ted, productlon te:hniques having been largely improvised. It is evi-
dent that total production has met only a fraction of past Viet Minh

needs.

North Vietnam possesses the base of a well-developed transporta-
tion system involving railroads, highways, end water, which should be
adequate for any immediate exploitation of the resources now under its
control. Rehsbilitation of the area's rallroad system, particularly to
Communist China end also to the Soviet Bloc, will be expedient both
gtrategically and economlcally. The chief requirements for these pur-
poses will be railroad construction equipment and rolling stock, and
the relatively smell amounts needed are within the capability of Com-
munist China and the USSR to supply. By connecting the Chinese rall-
road system to thet of North Vietnam north of Lang Son, the Bloc will
establish through rail service from the USSR through Communist China
to the Southeast fslan Communist frontier. The restoration of the
Haiphong-Lao Key line to Yunnan Province in Southwest China will prob-

ably receive high priority as & means of further

developing ard ex-

ploiting the tin snd copper resources of Yunnan Province in Communist

China.

Combat destruction and widespread sabotage h
much of the decline of the rapid communications

- L -
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‘Vietnam, and intercity wire-line facilities are almost nonexistent

today. 1In order to restore the existing facilities so that they

can meet the immediate requirements of the Viet Minh regime, the

regime will have to obtain from the Soviet Bloc trained manpover ,
communications and electric power equipment, some heavy machinery
items, and raw and finished msterials.

The total population of North Vietnam in 1954 is estimated to
be about 1h million, or about 56 percent of the population of all
Vietnam. Nearly TO percent of the population reside in the Red
River delta or coastal areas, which mske up only sbout & quarter
of the land area of North Vietnam. About 90 percent of the popula-
tion i1s dependent on agriculture for a livelihood, but many of those
persons working in the mines or industrial installations are part
of an sgricultural population, appearing to work in the plants only
to supplement their agricultural income. Most of the industrial
labor force 1s semigkilled or unskilled. With only meager facili-
ties for the training of skilled workers, the withdrawal of French
technicians will create for North Vietnam the problem of a severe
shortage of skilled and managerial personnel.

The economic organization of the Viet Minh regime 1s typical
of that of a Communist state, and the policy of the regime in
general appears to follow closely the lines of Mao Tse-tung's
procedure in China in epplying the principles of Marxism-Teninism
to domestic conditions. North Vietnam may be expected to emulate
Communist China's example of the last seversl years in the imple-’
mentation of planned economic development on the Soviet model.
Technical assistance from Communist China or other Bloc countries
will be required to accomplish such development.

North Vietnam has been a deficit area in respect to forelgn
trade. During the postwar period, 1949 through 1951, North
Vietnam controlled only 6 percent of the exports and 22 percent
of the imports of Indochina as a whole. The pasttern of external
trade no doubt will be oriented toward the Soviet Bloc and will
follow the typical one of an underdeveloped ares dependent on a
few basic commodities in trade. Grains, coal, and cement accounted
for more than three-fourths of the value of exports from North

- Vietnam during 1936 through 1938, while textiles and metal manu-

factures represented more than three-fifths of all imports. The
Viet Minh has received material aid from Communist China since at
least early 1950, and it has been fairly well established that
Chinese Communist personnel have been operating with the Viet Minh.

-5 -
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Though the Viet Minh Communist policy is nc
may consider this area important enough to
trialization, requiring the importation of
Soviet Bloc and increasing, though not sig:
upon Bloe resources.

>t known, the Communists
encourage some indus-
capital goods from the
nificantly, the drain

|
1
{

0f the two areas of Vietnam, North Vietnam possesses by far the
greater potential for a viable industrial economy with its well-
balanced resource base even though it needs technical aid and
investment funds to develop it, and even though the rice deficit
probably will render it dependent upon somé grain imports to sup-
port its porulation. ? '

I.

Introduction.

The concitions for normal production and economic development

have not existed in North Vietnam since pr
Japanese wartime occupation was followed b

ior to 1941. The
y Chinese occupsation at
the time of the French

the end of World Wer II, and from 1946 to
defeat the erea was the field of a civil war between the Viet Minh
forces and the French and French-supported Vietnamese government.

Under French rule in Indochina the
try was not encouraged, mainly because it would compete with
interests of' the homeland.. In the northern ares industrial activity
was limited to the exploitation of the coal resources and deposits
of some metallic minerals and to the development of agricultural
and minersl processing plants and a few fdctories producing con-
sumer goods for local use. These facilities are located primarily
in the Red River delta area, which the French forces controlled
during the hostilities, and which has alwdys been the major source
of agricultural production in North Vietném. Since these resources
were denied to the Viet Minh forces, theyéhad to rely upon Com-
munist Chini and the Soviet Bloc for economic and military support
and on clandestine procurement of graln and medical supplies in
French-contirolled areas. Now that the Viet Minh, as a result of
the Geneva agreements, is about to obtain control of the economic
resources o° Vietnem north of the 1T7th Pasrallel, it is important
to assess tae economic assets of the area in the new context

development of hesvy indus-

Approved For Release 1999/09/21 : CIA-iRDP79T00935A000300090001-2
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(a) of the association of the Democratic Republic of Vietnam (DRV)
with the Soviet Bloc, and (b) of the prospective exploitation and
development of the resources of North Vietnam under Communist

methods of planning and economic control. It ie also of interest
to examine the relative prospects of the DRV and of South Vietnam
in respect to the viability of the two areas as separate entities.

II. Productive Resources.

A. Agricultural Output in 1953 and Trends since 1946.

Agriculture, the mainstay of the Indochinese economy, pro-
vides a livelihood for about 90 percent of the total population of
the country. Rice is the principal crop as well as the main staple
of diet and the chief export. North Vietnam currently does not
produce enough rice to support 1ts estimated population of 14 mil-
lion, while the southern part of Vietnam produces a surplus for
export. Historically the North has always depended upon the South
to make up its deficit, particularly in times of drought. In 1953
the estimated per capita production of milled rice in North Vietnam
was 126.2 kilograms (kg)* while on the basis of the 1953-5k esti-
meted crop, the per caplta production for South Vietnam alone was
approximately 255.3 kg. ;/** The yearly rice requirements have
been estimated to be between 200 and 250 kg per capita. 2/ Because
rice production in the North is not sufficient to support the esti-
mated population of 1k million, a poor harvest -- such as not in-
frequently occurs in the Red River delta -- would further aggravate
the situastion and would necessitate the importation of even greater
quantities of rice. This rice . .could.be made available in the course
of normal trade with South Vietnam or otherwise from Communist China
at the expense of the latter's own consumption. As a matter of fact,
the entire area of North Vietnam underwent a dry winter in 1953-54,
and the majority of the spring crops appear to have been severely
damaged. §/ There are prospects that the "Sth month" crop of rice
may be as low as 50 percent of normal, which would mean the worst
crop since the famine year of 1945. 4/ According to information
currently available this would mean a reduction of at least 25 per-
cent of the total normal crop (there are two rice crops) or an
approximate estimated production of 1,810,000 tons of rice for 195&,
or & per capita production of approximately 97 kg. ‘

* Bee Table 4, p. 12, below.
**% ‘Footnote references in arabic numersls are to sources listed in
the Appendix.

..7_
S-E-C-R-E-T
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The observed esting habits of the northern Vietnamese cast
considerable light on their varylng staendards of living from season
to season and yesr to year. Prior to the main harvests, when the
rice supply from the previous crop is exhausted and the new harvest
has not yet come in, there appears to be recurring deasth and famine.
In general, the Tonkin peasant eats only 2 meals per day, and only
in times when the workload is heavy does he eat 3 substantial meals
a dsy. When food runs short and little workﬂhas to be performed,
he attempts to adapt himself by eating wnly once & day, sleeping
long hours, and reducing as much as posaibleihis expenditure of
energy. He ests, if not to satisfactlion, at| least enough to keep
fit when work requires during certain times of the year. When ’
there is scarcity, he consumes anything he c?n find which is edible,
which besides normel kinds of food includes Wworms, water insects,
locusts, fliesc, ant eggs, sneils, herbs, and other forest products.
Undernourishment is common in the area, and localized famines occur
frequently. !

i

Thus the average food supply positi&n of North Vietnam is
relatively disadvantageous compared wita that of South Vietnam.
Tt is believed, however, that rice prodactiaon may be increased
somewhat in North Vietnam within a year or.ﬁwo, if peace is main-
tained and if intensive irrigation, oth=r agricultural improve-
ment progrems, and conversion of other lands to rice are under-
taken by the 7iet Minh regime. Increased pﬁoduction and con-
trolled distribution of chemical fertilizers (utilizing phosphate
from the mines near Lang Son and Lao Kay) wéuld, for example, help
to boost prodaction. North Vietnam, howeve#, has a lower potential
for increased rice production than South Viétnam.

. 1

Other major food crops produced. in ﬁorth Vietnam include
corn, sugar, sweet potatoes, and manioc. Tgble 1% shows the pro-
duction of the principal agricultural commodities for the years
1937-41 and 1946-53. Tt will be noted thatjrice and sugar pro-
duction have increased slightly over the years, whlle corn pro-
duction has decreased drastically from 225,200 tons in 1937 to 64,000
tong in 1953. The cultivation of corn was sromoted by the French
to satisfy fodder requirements of metropolitan France, and over
80 percent of the total Indochina prewar crop was exported. 2/
Tt may well be that the acreage devoted to the production of this

¥ Table 1 follows on p. 9.
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Table 1

Estimated Production of Rice, Corn, Sugar, Sweet Potatoes, and Manioc
' in North Vietnam
1937-41 and 1946-53

¥

Thousand Metric Tons

Rice 6 Sugar
Year ﬁPadd§§ Corn gRaw!Z/ Potatoes 8/ Manioc 9o/
1937 2,2h0 . 225 22.4 N.A. N.A.
1938 2,240 225 22.4 N.A. N.A.
1939 2,176 225 22.4 131 L5
1940 2,208 117 23.4 N.A. N.A.
19k1 2,176 117 23.h N.A. N.A.
1946 1,834 102 N.A. N.A. N.A.
1947 2,279 59 N.A. N.A. N.A,
1948 2,240 59 N.A. N.A. N.A.
1949 2,122 59 28.0 150 45
1950 2,238 59 27.7 150 45
1951 2,k12 6k 27.3 150 45
1952 2,h12 64 27.3 150 L5
1953 2,356 64 27.3 150 L5

commodity may be converted to some other food crop which would be
more acceptable to the indigenous population and would supplement
the main diet of rice. Kidney beans and soybeans, as possible
alternative crops, are reported to be even now the most important
‘source of protein in the Indochinese diet after rice and fish. }9/
In any case, it is evident that the low average food balance of
North Vietnam based on indigenous production need not be regarded
as an irremediable condition.

Other agricultural commodities produced in North Vietnam
include peanuts and peanut oll, sesame seed and oil, soybeans,
tea, cottonseed o0il, castor beans and oil, tobacco, and raw
cotton. Peanut production, which reached an estimsted peak of
9,696 tons 11/ in 1940, dropped to 4,927 tons 12/ in 1953. Tobacco
production dropped from an estimated 4,162 tons in 1939 to
l,805 tons in 1953. Tea production dropped from an estimated
prewar average of 7,120 tons ;;/ to an estimated production of

. -9-
S-E-C-R-E-T
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5,340 tons 14/ in 1953. Table 2 indicates that fuelwood production
in North Vietnam is now approximately oneuthiqd of what it was in

1938, while industrial wood production is now one-fourth of what it
was then.

Table 2
Estimat.ed Production of Fuelwood and Industrial Wocd
in North Vietnam

1938, 1940, and 1950-52

Thousand Cubic Meters
Year Fuelwood & 15/ Industrial Wood ®/ 16/
1938 614 385
1940 61k 385
1950 327 78
1951 277 88
1952 233 98
a. The geographical breakdown for fuelwood was cal-

culated. from a total fuelwood product
which was broken down for the area ab

ion for Vietneam
ove and below

the 17th Parallel on the basis of pre
population estimates for these areas.
b. The geographical breakdown for in
based on a total industrial wood prod
nam whi.ch was broken down for the areg
the 1T7th Parallel on the basis of the
forest acreage in Vietnam during the
It was estimated that about 40 percen
industi'ial wood produced in Annam was
of the 17th Parallel, based on mamerd
and forestry maps.

Livestock raising has been a minor fag

war and postwar

dustrial wood is
uction for Viet-
a above and below
total controlled
prewar period.

t of the total
produced north
us vegetation

tor in Indochinese agri-

culture, and meat is relatively unimportant in the diet. ;I/ In the
past, fish has ;supplied the bulk of animal prgtein. Table 3% indicates

* Tgble 3 follows on p. 1l.

- 10 -
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that total estimated production of meat in North Vietnam in 1951
was one-fifth of 1935-39 average production. Footnote a of Table 3
also shows the considerable drop in the fish catch. Unless

general fishing conditions have changed radically, the reported
60,000-ton salt water fish catch for 1930 in the Gulf of Tonkin and
Northern Annsm, together with the potential for increased ralsing
of fresh water fish in ponds, may serve as sofe indication of the
Program which may be resorted to by the Viet Minh regime to increase
this important source of food for the Indochinese diet.

Table 3

Estimated Production of Mest
in North Vietnam a/ 18/
1935-39 and 1949-51

Thousand Metric Tons

Ttem 1935-39 Average 1949 1950 1951

Beef 11 2 2 2
Carabao . 11 1 1 1
Pork 100 13 22 22

a. The data on fish cateh in Indochina and
North Vietnam are extremely sparse. It has
been reported that 60,000 tons of salt water
fish was the catch for the Gulf of Tonkin and
Northern Annam and it was estimated that the
salt and fresh water catch for Vietnam in 1940
was 180,000 tons. 19/ In 1953 the Embassy
estimated that this catch had been reduced to
30,000 tons.

Table U* shows the principal items in the estimated production
of food per capita in North Vietnam in 1953. It will be observed that
these figures are based on production only and do not allow for ex-
ports, imports, stocks, and nonfood uses. As a partial picture of
food resources per capita in North Vietnam, Table 4 suggests that on
the whole the average availability of food per capita will hot be suf-
ficlent to support the population at its previously accustomed level

* Table 4 follows on p. 12.
- 11 -
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of sustenance. This problem, however, could be overcome with improved
methods of distribution, increased food production, and grain imports.

Table 4
Per Capita Production of Principal] Items of Food

in North Vietnam a/
1953

Item . Kilograms per Capita

Rice (Milled)
Corn

Sugar (Raw)
Sweet Potatoes
Manioc

Peanuts (Shelled)
Sesame

Soyteans

Meat

Fish

-
n

W o N FON

|

. - L] . > L] L]
I—'O\Ia‘\ggl‘ﬂﬂq O O\

AV o

i

a. Does not ilnclude wheat flours, pulses, white
potatoes, fats and oils, vegetableb, fruits,
poultry, eggs, and milk which in 1951-52 in Indo-
china as a whole were estimated to;be about 170
kilograms per capita. 20/ The above data are
based solely on production and do not include
estimates of stocks, trade, or nonfood uses.

Only processed fish are included; unprocessed,

fresh water fish are not included.%
]

- — - — w— ——
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B. Industrial Output.*

1. Ferrous Metals.

a. Iron Ore.

As of 195), the total well-established iron ore reserves
1in Indochina are estimated to be only 5.7 million tons. g;/ The few
deposits which have been economically significant in the past are
all located north of the 1T7th Parallel, primarily in the Thal Nguyen
area (21°35' N - 105057! E). The ores of this deposit are of high
grade, containing from 55 to 66 percent iron, but are rather limited
in quantity. Iron mining in Indochina after 1936 was developed
largely for the export of iron ore to Japan. In fact, aside from
small quantities consumed by local cement plants, native furnaces,
and the Bac Son iron and steel plant, Japan has been the chief his-
torical consumer. Table 5 illustrates the relatively small produc-
tion of iron ore in Indochina. 22/

Table 5
Production of Iron Ore in Indochina a/
1937-L5
Metric Tons
Yea.f Amount ' Year Amount
1937 33,000 1942 63,000
1938 130,000 1943 80,600
1939 134,700 19kk 22,000
19%0 . 32,Lk00 1945 7,900
1941 52,400 E

8. Iron content, 50 to 7O percent.

' Postwar iron ore production has been of very minor sig-
nificance. Although the French had ambitious plans for expanding
iron mining, the continuation of hostilities in the ares of the iron
ore deposits prevented the execution of these plans. The value of

- * 8ee the map, Indochina: Natural Resources and Processing Centers,

1954, inside back cover.
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TIndochina's i1on ore resources to Communist
Bloc is questionable.* Unless further geola
wise, North Vietnam cannot be regarded as a
iron ore for itself or for any of the Bloec ¢

b. Iron and Steel.

Indochina's very small ilron
well as the besic raw materials for it, lies
Parallel. Otler than negligible native iron
known production of pig iron and steel was f
(21953' N - 106921' E), which was operated i
1944 by the French Tonkin Coal Mining Compan
this plant varied from 1,100 tons of pig iro
of 2,900 tons of pig iron and 600 tons of st

A 1948 survey made by a Fren
modernization of Indochina indicated the exi
base, with the exception of coking coal, suf
iron and steel industry capable of producing
iron and 60,0C0 tons of steel per year. 23/
mining and transportation facllities would b
unless the prcblem of using anthraclte cosal
blast furnaces is solved, any future steel 1
held Indochina would have to import 125,000
coke annually. The future development of a
slze by the Communists would require conside
provision of equipment by the USSR and its S

c. Ferroallozs.

Angong its mineral resources,

China and/or to the Soviet
glcal surveys prove other-
significant scource of
ountries.

and steel industry, as
north of the 17th
furnaces, the only
rom 8 plant at Bac Son
n 1942, 1943, and

y. Production at

n in 1942 to a high
eel in 19L3.

ch commission for the
gtence of a raw material
ficient to support an
100,000 tons of pig
The development of

e necessary, 2/ and
instead of coke in the
ndustry of Communist-
to 400,000 tons of
steel industry of any
rable 1lnvestment and
otellites.

Indochina possesses

several ferroalloy metals, notably mangsnese

tungsten, and chrome,

the important deposits of which are all located north of the 1Tth

Parallel.
since World War IT.
veloped in North Vietnam the Importance of t
limited to export purposes.

¥ Gee also VLI, below.
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(1) Mangenese.

Reserves of manganese ore in Indochina have been
estimated at 25,000 tons, but exploitation would require extensive
field investigation to prove the deposits for further development. 22/
The most important occurrences of the deposits are to be found in
Vinh (Nghe An)-Ha Tinh (18040' N - 106°00' E). Production of msn-
ganese began in 1935 and reached its peak in 194L when 7,700 tons
were produced. gé/ Under stable conditions at least 10,000 tons of
marketable ore could probably be extracted. Inclusion of Indo-

- chinese manganese reserves into the Bloc total is relatively un-
- important because of the large reserves already controlled by the
Bloc.*

(2) Chrome.

Measured and inferred chromite reserves of the
Co Dinh deposit near the village of Nong Cong (20°00' N - 105930' E),
in Thanh Hoa Province, are estimated at 1.7 million to 2 million
tons.of reéoverable metal. gZ/ In 1939, this mine produced 2,000
tons. During the Japanese occupation, production rose to 12,400 tons
of 45-percent concentrates for 19%3-4L inclusive. 28/ 1In general,
North Vietnam may have the potential to produce 50,000 tons of
chromite concentration annually. gg/ Chromium ore reserves may be
of future importance to Communist China when its requirements exceed
exploitation of its own minor deposits.* 30/

(3) Tungsten.

Known tungsten ore reserves in Indochina are
quite small, the only deposits of commercial quality being located
in the immediste area surrounding Tinh Tue (22°39' N - 105°51' E).
Production of tungsten concentrates is shown in .Table 6.%%

There are several reports indicating that the
Viet Minh with Chinese Communist aid have been operating these
mines. ;l/ In view of Communist China's large reserves of tungsten,
inclusion of the limited Indochinese tungsten reserves within the
Soviet Bloc appears to be of negligible significance to Cormunist
China or the Bloc.*¥ :

* See also VII, below.
** Table 6 follows on p. 16.

- 15 -
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Table 6

Production of Tungsten C

oncentrates

in Indochina a/ 32/
l937-h2
Metric Tons
Year Amount Year Amount
1937 580 194Q 361
1938 553 1941 310
1939 486 1942 200

a. 6b-percent tungsten.,

2. Nonferrous Minerals.

The greatest period of product
in Indochina occurred Just before and duri
occupation. Most of the deposits of these
rear Viet M.nh-controlled territory, and c
been no known production since 1946.

a. Zinc.

Zinc, the deposits of whic

ion for nonferrous metals
ng the perlod of Japanese
metals are located in or
onsequently there hasg

h are located in North

Vietnam, is the only major nonferrous metal produced in Indochins

which has occupied a position of importang
country.

e in the economy of the

A smelter bullt in Quang Yen negr Haiphong, in l92h,

with a capacity of 6,000 metric tons of metallic zine, was reported

to have been destroyed or severely damaged
Table T* gives the production of zinc in I
metal content and smelter output.

The acquisition of Indochi
Viet Minh would be of possible benefit to
larly if the smelter at Quang Yen wersz res
in China are inadequate for the conversion
Chins impori;s zinc metal from Poland. Asi

¥ Table 7 ollows on p. 17.
- 16 -
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rehabilitation of the Indochina zine industry would have little sig-
nificance in respect to the Soviet Bloc zinc supply position.¥

Table 7

' : Production of Zine in Indochina
in Terms of Metal Content a/ 34/ and Smelter Output 35/

1937-43
Amount
Year _ Metal Content Smelter Qutput
1937 5,000 4,200
1938 5,100 _ - Lk,500
1939 6,978 5,750
1940 6,753 6,090
1941 7,343 6,240
1942 : 6,119 5,270
1943 4,625 4,140

8. 100-percent zinc metal.

b. Bauxite. 36/

Indochina's reserves of bauxite are estimated at
about 300,000 tons; 200,000 tons are located near Dong Dang
(21957' N - 106042 E) and 100,000 tons near Hai Duong
(20°56' N - 106°19* E). Production has been irregular, as shown
in Table 8.%%

¢c. Tin.
Indochina has long produced small guantities of tin

(see Table 9%%). The producing centers are Tinh Tuc, in North Vietnem,
and Nam Pathene, in Laos. QZ/

* See also VII, below.
*% Tables 8 and 9 follow on p. 18.

- 17 -
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Table &
Production of Bauxite in Indochina
1936-43 '
Metric Tons
Year Amount Year Amount
1936 30 1940 118
1937 7,000 1941 10,200
1938 160 1942 12,800
1939 330 1943 360

a. 50- to 60-percent alumina,
2- to lh-percent silica, and up to

26-percent iron oxilde.

Table 9
Production of Tin in Indochina a/ 38/

1937-43 f

Métric Tons
Year Amount Year ? Amount
1937 1,602 16k4o 1,495
1938 1,625 1041 1,316
1939 1,490 1942 - 1,045
1943 663

a. Tin concentrates (tin c

For the period from 1933 to
output of tin was 1,384 tons. Based upon sc

pntent ).

1940, the average annual
sttered reports of in-

dividual mines, it is estimated that 4O to 50 percent of the total
production was achieved in North Vietnam and 50 to 60 percent in
Laos. Using 45 percent as an average figure, the output of Tonkin

for the 1933-40 period would be 620 tons of

contained tin per year.

On the basis c¢f limited reserves and past production records, a

- 18 -
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maximum output of 1,000 to 1,500 tons of contained tin in concen-
trates is anticipated for North Vietnam. In view of the large
Chinese tin reserves and rapidly growing Chinese output, together
with the expected reconstruction of the railroad from Haiphong to
Kunming, the significance of the Vietnam tin potential ism compara-
“tively unimportant .*

d. Phosghates.

. Most of Indochina's major phosphate deposits are
located above the 17th Parallel. The most important of these is
et Lao Kay, near the Chinese border. Estimates of reserves range
from 10 million tons of 4O-percent phosphate and 40 million tons
of varying grades to. 100 to 200 million tons of all grades. The
Japanese ralsed production at Lao Kay to 120,000 tons in 1942,
Other less important deposits are found in Lang Son and Thanh Hoa
Provinces. ;2/ Table 10 glves the production of phosphate in

Indochina.

Pable 10
Production of Phosphate in Indochina 40/

1937-43

- Metric Tons
Year Amount, Year Amount
1937 20,252 1941 100,000
1938 37,341 1942 150,000
1939 35,694 1943 40,000
1940 22,266

Phosphates represent an important source of fertilizer,
which will be of considerable use to the Viet Minh in increasing food
production. As early as May 1952 the Chinese Communists reportedly
had 10,000 miners extracting the phosphate ores at the Cam Duong mine
near Lao Kay. E;/ The expected reconstruction of the railroad from
Haiphong to Lao Kay will greatly stimulste production, particularly
in view of the fact that there is a phosphate fertilizer factory in
Haiphong.¥*

* Gee also VII, below.
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‘attered all along the
s produced on the

average only an esi:imated one-third of the total salt production of
Indochina. For exsmple, of 193,600 tons 42/ of éalt produced in 1937
ir. the whole of Tndochina an estimated 66,000 tons were produced in
what is now North Vietnam. In 1941, because of ﬂncreased Japanese

requirements for salt, production rose to 260,000 tons.

This serves

to illustrate to some degree the existing potentﬁal for increased sea
salt.* The large Hopulation of North Vietnaam will probably require
imports of salt, pending expansion of the existiég salt fields,

3. Coal.

i
i

A1l th: developed coal mines of Indochina are locafed
north of the 17th Parallel, in the vicinity of the coastal areas of
Haiphong, Hon Gay, and Cam Pha. The bulk of prodquction has been
anthracite coal, most of which is of superior duality. The prin-
cipal ares of prodiction has been the Quang Yen Basin (21007 N -
107027"' E), in whizh the above-named coastal ports are located.
Before World War II, 44 mines were producing coal in this basin.
At present, 1 larg= French company, La Soclete Francalise des Charbonnages
de Tonkin, and 4 or 5 smaller companies of divergified ownership are

The major porticn of
Plans had

the only active opsrators.
open-cut mines of the French company.

production is from
recently been developed

for an extensive rznovation of this company's properties over a 5-year

period, involving substantial investment and the

introduction of

modern mining methods and up-to-date mechanized equipment whersby the

uge of manpower ani the cost of production could

be reduced. About

3 $1.7 million worth of coal mining equipment has been delivered to
the Charbonnages du Tonkin vompany by the US under MSA and FOA

auspices. Eg/ It was planned to restore product
1 million tons annually, &E/ depending upon the
kets for the increased production. The local In
coal has been comparatively limited, and coal ha
export, especislly to Japan. 45/

Coal reserves in Indochina, mostly 1
are estimated at £0 billion tons, about equal in
original reserves of anthracite coal in Pennsylv

* See also VII, telow.
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12 billion tons of these reserves are believed to exist in the Quang
Yen Basin, of which 300 million tons are in the currently most pro-
ductive fields within the basin. Based on an estimated recovery of
65 percent, coal from this mine alone would last 200 years at the
1952 rate of production. 46/

The accretion of the Indochinese coal mines and reserves
to the Soviet Bloc adds to 1ts resources a significant volume of
high-grade anthracite coal (with lesser amounts of bituminous and
lignite), which 1s particulerly well located for transportation by
water to China and other Asilatic countries and well adapted to sup-
plement and complement the coals presently being mlned in China.

The possibilities of wider trade, both intra-Bloc and with non-
Bloc countries, ‘are materially enhanced by the Bloc's acquisition
of these mines and deposlts.*

Table 11%¥ gives the production, imports, exports, and
consumption of coal (anthracite, bituminous, and lignite combined)
in Indochina, 1937-41 and 1946-53.

4., Electric Power.

Hanol and Haiphong are the centers of the electric power

industry in North Vietnam. Three coal-fired steam plants -- a
22,500-kilowatt (kw) plant in Hanoi, a 6,300-kw plant in Haiphong,
and a 12,200-kw plant in the Haiphong Cement Works -- total

) 41,000 kw, or three-fourths of the total area capacity of 55,000 kw.
The Hon Gay Coal Mine Plant with a 4,000-kw installed capacity and
the Ben Thuy wood products plant with a 3,450-kw installed capacity
are the other two significant plants. EZ/ These 5 plants thus account
for nearly 90 percent of the total, with the remainder dlvided among
13 diesel, gasoline, and hydro plants. As a matter of comparison,
it is interesting to note that the total capacity of all these plants
is only about two-thirds that of the single smallest unit installed
in the Potomac Electric Power Company's new Alexandria Station. In
the past the Hanoi-Haiphong area was served by over 700 kilometers of
30-kilovolt transmission lines. &@/ Unsettled conditions over the
past several years, however, resulted in destruction of a major
portion of the system and the installation of small gas and diesel
generators to serve the many small centers. &2/

¥* See also VII, below.
%% Table 11 follows on p. 22.
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Indications are that the electric power facilities have
not recently been utilized at nearly their optimum capacity and that
a significant portion of the supply has been for lighting and electric
fans. Although some rather elaborate plans for the development of
the hydroelectric potentiel of the area have been advanced, a total
capacity of less than 1,000 kw 1s currently installed at 1 zinc and
2 tin mines.

It may be presumed that the Viet Minh will assign some
priority to the restoration of the transmission system so that a
maximum portion of the demand may be met from cosl-fired plants,
rather than from diesel-driven plants which require imported fuel.
Such restoration will require the importing of equipment and prob-
ably will also require some technical assistance from the Soviet
Bloc. The supply of power to local industry mey be considerably
increased by scheduling techniques and by limitation of domestic
use. Any expansion of electric facilities would be a reflection of
major expansion of industries. Although a considerable hydroelec-
tric potential exists, the installation of other than the smallest
units in the immediate future is unlikely because of the costs and
time involved. Table 12% shows capaclty and output of electric
-power in North Vietnam.

5. Cement.

The partition of Indochina has placed the only cement
plant in the area in the control of the Viet Minh. The output of
this plant, located at Haiphong (20°52' N - 1060L41' E), constitutes
the largest volume of production of any single industry other than
coal mining in Indochina. ég/ The Haiphong plant is the largest
cement producer in Southeast Asia, with an installed annual capac-
ity of 400,000 tons. Allowing for unavoidable plant maintenance,
an effective annual production of about 300,000 tons could be
realized. éi/ As shown in Table 13,%% there has been a marked
difference between actual'production and theoretical installed
capacity, the best production having been achieved during the
period 1937-41. The relatively high output of these years was
brought about by modernization of the plant and a resultant improve-
ment in quality which opened more foreign markets. The loecation of
the plant on a waterfront serving deep-draft vessels makes its

* Table 12 follows on p. 24.
%% Table 13 follows on p. 25.
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Table 12

Capacity &nd Production of Electric Power in North Vietnam.ég/
1929, 1935-42, and 1949-53

Capacity Producticn
Year (Thousand. Kilowatts) (Million Kilowatt-Hours)
1929 17.5
1935 18.3
1936 20.4
1937 21.6
1938 2.2
1939 29.9
1940 28.1 33.8
1941 36.3
ig9h2 35.3
1949 L8,k 58.3
195Q Lok 73.6
1951 100.0 &/
1952 120.0 &/
1953 55.0 140.0 &/

a. Estimate, including allowance for un

product easily avallable for lnexpensive trg

ports reached a peak of 159,000 tons in 1939.

Some difficulties may be encount

in thelr operation of the Haiphong Cement Plant.

for production has heretofore been imported
Marcos Islandis off the Californla cogst and
have to be ob:ained from the Chinese mainlar
nerable to breakdowns if intensively operate
and repair conld become a critical problem &g

reported plants.

inesportation. Cement ex-

ered by the Communists
The gypsum required
fram Europe and the San
hereafter will probably

d. The plant is vul-

d, and its majntenance
ince much of the equip-

ment was instilled in the period 1928-33 and was manufactured in

Western Europe, the US, and Japan.
tain high production, however, makeshift reg
spare parts firom the Bloc could prevent any
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Table 13

Production and Export of Cement at Haiphong, Tonkin
1929 and 1933-53

Thousand Metric Tons

Year Production Export Year Production Export
BBy Y g o

1933 33 1

1934 115 66/ 1946 36 §§;

1935 107 &7/ 1947 kb3 8;/

1936 149 &8/ 1948 98 8g/

1937 235 69/  12k.6 70/ 1949 154 8;/ 38.7 gg/
1938 266 T1/ 1950 143 82/ 17.6 88/
1939 312 zg/ 159.0 73/ 1951 213 81/ 12.3
1940 282 7L/ 1952 235 89/ 8.9 a/ 90/
1941 263 z%/ 1953 291 91/

1942 177 76/

1943 1k9 T7/ h

a. Half year only.

The acquisition of this cement plant by the Viet Minh regime
will be relatively significant as a source of supply to Communist
China, whose requirements for cement are substantial for immediate
construction purposes. Thus, Communist China may become the principal
external consumer of the plant's output, possibly leading to maximum
exploitation of the plant's capability.* The 1953 output of the
plant approximated 10 percent of estimated total Chinese Communist
cement production of that year. The expected reconstruction of the
Haiphong-Kunming Railrosed will mske cement conveniently available
to the heretofore relatively isolated region of Southwest China.

South Vietnam, which in the past used a large portion of the annual
cement production of Haiphong, masy for the time being be forced to
seek 1ts requirements elsewhere.

* Bee also VII, below.
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6. Consumer Goods and Handicrafts.

a. Textiles.

Two cotton mills, both of whic

Vietnam, account for the major portion of prod

cotton textiles in Indochina. The Societe Cot
Nam Dinh, the scle industrial producer of cott
china, also produces yarn and cotton blankets.
Filteries de 1l'Indochline, at Haiphong, engages
of cotton yarn snd thread. gg/ Industrial pro

fabrics has 1n the past amounted to 35 to 40 p

output. 94/ The remainder may be attributed t
approximately 6C percent of whom are located 1
It should be noted that the textile industry i
pendent upon imported raw cotton. During the
the US has supplied this demand. Altogether,
the cotton fabric production facilities and al
duction capacity are north of the demarcation
gives textile production in North Vietnam.

b. Miscellaneous.

Almost the entire Indochinese
and glassware is carried out in North Vietnam.
terprises has fectories at Ben Thuy and at Han
operates a factory at Thanh Hoa. These compan
employed & total. of 60,000 workers. 96/ Maxim
metches was achieved in 1941 when 352 million

manufactured. 97/ Maximum postwar output reac

in 1953. 98/

Glassware is produced by the S
d'Extreme Orient in Haiphong which is equlpped
glass, bottles, and drinking glasses. 99/ The
glass was suspended by the company in 1939 in
production of bottles, for which there is a 13
Postwar producti.on of glassware reached a recg
6,768 tons. 100,

Indochina's present sole indusg
goods is located in North Vietnam.

¥ Table 14 fol .ows on p. 27.
- 26 -
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on fabrics in Indo-
92/ The Societe des
only in the spinning
duction of cotton
ercent of the total

p artisan weavers,

n North Vietnam. 95/

s completely de-

past several years
about 75 percent of

1. of the yarn pro-
line. Table 1lh*

production of matches
One of the match en-
oi, and the other

ies are said to have
um production of

boxes of matches were
hed 45.7 million boxes

ocliete des Vereries
to produce window
production of window
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Most of the basic needs of the

population of North

Vietnam, as regards consumer goods, are met through the efforts of
local artisans. In most instances, the peasants supplement <their

income from agri:ultural endeavors by artisan activity such as basket
weaving, grass rope making, and pottery making. There are, however,
some villages in which the whole population contributes to the
fabrication of oae type of item, such as baskets or mats. ;gﬁ/ Examples

of small consume:r goods enterprises located in

North Vietnam are s

candle making plant at Halphong, 136/ porcelain factories at Hanoi

and Mon Cay, 137/ soap factories at Hanol and Hs
factories at Hanoi and Halphong, 139/ and bicyc
Hanoi and Haiphoig. 140/

7. Engiieering, Munitlons, and Shipbui

viphong, 138/ button
le parts shops at

lding Industries.

a. (yeneral.

Jorth Vietnam contains no indus
ties which can be considered important or signi

bullding industryy of the Soviet Bloc as a whole.

trial production facili-
ficant to the machine-
Although the area

1s well endowed with both material and human resources for greater
industrialization, the machine-building injustries are still in plan-

ning or rudimentary stages. Colonial policies
generally retarded the development of autonomou
ties, and the facilities which do exist are pri
service shops se; up by machine-importing compa
of their local ciilents. It is estimated that 1
resulting from aiquisition of these facilities

b. lbxnitions.

roduction of weapons and ammurn
is very limited, and without foreign imports ir
finished militaryr end items and raw materials,
of wespons and aymunition has been carried on i
plants employing usually no more than 50 to 10G
plants have been established in out-of-the-way
areas, have been operated mostly at night, and
moved to avold bombing. 141/ Production teschni
Improvised, and .t is believed that total prody
fraction of past Viet Minh needs. With inzreag
quality Chinese iweapons, many such plants in Vi
trated on repair work and the production of amn
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inies for the benefit
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iition in North Vietnam
i the form of semi-
Viet Minh production

n & number of small
workers each. Such
forested and mountainous
frequently have been
.ques have been largely
ction has met only a
ed supplies of higher
et Minh have concen-
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c¢. Shipbuilding.

North Vietnam has a very limited capability for ship
construction and repair. Construction would probably be limited to
small wooden fishing and river vessels without power propulsion.
Haiphong is the only point within the area which reportedly possesses
any kind of facilities. These yards in the past have built large
numbers of wooden vessels and have done repair of small ocean and
coastal vessels. 1h2/

C. Transportation and Communications.

1. Transportation.

a. QGeneral.

The DRV, with the areas gained in the truce agree-
ment, possesses the base of a well-developed transportation system
involving railroads, highways, and water* which should be adequate
for any immediate exploitation of the resources now under its con-
trol. The transport network as developed by the French made avail-
able several transport media parallel to each other. The focal
point of all transport is the Hanoi-Halphong road, rail, and water
route axis. Transport, however, from the Tonkin Delta area south
to the truce demarcation line is not well developed.

The transport system can be made to serve the needs
of the area and to develop relations with Communist China and the
USSR. The chief requirements for these purposes will be railroad
construction equipment and rolling stock, and the relatively small
amounts needed are within the capsbility of Comminist Chine and
the USSR to supply.

b. Highways.

The highway complex of North Vietnam focuses on the
two major cities of Hanoi and Haiphong. Originally the road system
was established to satisfy military needs and to extend French
influence inland from the mouth of the Red River toward China. Hence,
from a very dense highway network within the delta region, high-
ways have been constructed toward the northern limits of the country,

¥ In addition, the Viet Minh now control several airfields to which
civil air transport could be established.

9 -
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linking the delta with the Chinese border at Ban Leng, Lao Kay,

Thenh Thuy, Thuy Cao, Nam Quan, and Mon Cay, In the past these roads,
because of their military and political use, never received the ex-
tensive improvements which could only have been Justified in terms of
more intensive economic development. Sinceil950 the Viet Minh and
the French have placed a major emphasis on improving tactical com-
mnications by reconstructing existing roadd and trails, and by
constructing new roads in order to bypass v@lnerable road stretches
subject to interdiction. Conspicuous among these is the road

built by the Viet Minh connecting Dong Dangj on the Chinese border
opposite P'ing-hsiang, the Chinese railheadj,to Thal Nguyen, where
the improvemerts have permitted two-way truc? traffic.

Under peacetime conditions, %nd with the reconstruc-
tion of bridges, it is probable that each of| the roads leading into
North Vietnam from China will soon have a capacity of 600 to 1,000
tons each way per day (EWPD). With the return to peacetime con-
ditions and tke probable reconstruction of railroad facilities,
however, the greater part of the China-Tonkipn traffic will move
via railroad cr water as was the case prior to the outbreak of
hostilities. Thus, because of the short supply of gasoline and the
heavy consumption thereof on the long-haul supply route from China,
the truck park built up by tactical expediency will probably be
used more for ancillary or feeder purposes when through railroad
service is restored.

i
i

c¢. Railroads. |

The French originally constr%cted a simple but ade-
quate meter-gaze railroad system in North Vi?tnam consisting of two
lines crossing at right angles at Hanoi. The line running north-
south was builtbt within the concept of a trans-Indochinese railroad
uniting the nocthern and southern parts of the country. The line
running generally east-west, extending up the Red River valley from
Haiphong to la> Kay and then into China to Kunming, was built to
enhance French influence in Southwest China and to exploit the mirieral
resources of Yunnan. |

Just prior to the truce agreement, only a few:
sepsrate sectorrs of this railroad system were in operation --
the vital Hano:.-Haiphong line under French cgntrol }%%/ and some
segments of the system within the Viet Minh 4reas. ;__/ Although
the rails have been removed from all nonoper%ting sectors of the

- 30 -
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railroad net, the roadbed remains. In order to facilitate economic
development and to serve military purposes, 1t is consldered probable
that the reconstruction of the lines connecting with the Chinese rail
systems in Kwangsi and Yunnan Provinces will receive the highest
priority in the allocation of labor and materials on the part of both
the Chinese Communists and the Viet Minh. It is estimated that these
connecting lines could be returned to operating condition within

the 300 days allowed the French for withdrawal from the delta.

The Lao Kay-Haiphong line will probably be re-
established to its prewar condition to facilitate the explcitation
of the Chinese K'ochiu tin mines and the copper resources in southern
Yunnan ag well as to hasten the development of the mineral resources
of North Vietnam. Construction on this line has already been reported
begun. This route will probably continue to represent the most ex-
peditious transport link between Yunnan and the industrial areas of
China until Kunming is jolned by rail to Chungking and the Yangtze
River. In 1940 the Haiphong-Yunnan line had a maximum daily capac-
ity of 3 trains EWPD, with train capacity computed at 250 tons. %&2/

If the Halphong-Lao Kay line is recounstructed over
1ts entire length with 30-kilogrem-per-meter (kg/m) rail (the weight
used on the Chinese section of the line), it will require about
34,000 tons of rails. In addition, use of this line into China will
require the further construction of about 80 kilometers of rail from
the Chinese border to the present railhead at Pi-tze-chal and
strengthening of the Lao Kay - Ho-K'ou bridge at the Chinese border
and other bridges.

Moreover, the Hanoi-Lang Son-Nem Quan line will prob-
ably be rebuilt as soon as possible. This line is not only economically
but also strategically important, in that a short rail comnection
across the Chinese border would connect the Viet Minh railroad system
with those of China and the USSR. In 1940 this line had a maximum
daily operating capacity of 3 trains EWPD, with train capaclty com-
puted at 14O tons. 146/ Tt is probable that the gage of this rail-
road will be widened to permit use of standard-gage equipment from
China. Such a program may delay full utilization of the line, but, in
view of the advantage of through transit without transloasding and of
the relatively low capacity of meter gage lines, it is doubtful if
the Chinese would have doubled the capacity of the Nanning-

P'ing -hsiang line EEZ/ without anticipating the need for a like in-
crease in the capacity of the Viet Minh line.
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If the Hanol-Nem Quan line i
it will require about 15,000 tons of 42-kg/n
amount of bridging equipment. Construction
Vietnam from the railhead in China.

Reconstruction of railroads
Communist or 3oviet aid in the form of rolli
bridging equipment, which are all available
quantities. Chinese rail production, estimé
to 170,000 toas annually, could supply Viet
economic development of Southwest China (ing
ward railroad construction from Yunnan) woul
convenlent transportation link between South
transport ove:r the Haiphong-Iao Kay line.
alleviate the shortage of railroad repair fs
Vietnam through the accessibility of ths reg
and Ch'uchang (Kukong).

d. Water.

(1) Inland Waterways.

The inland waterways sys
organized by ihe French to develop the movemn
the larger citiies and at the same time to e
cultivable land. Over 700 kilometers of wat
navigation, gggz/ although some of this “otal
limited use due to silting of channels. The
is that of the Red River and its basin in th
Normally these: waterways are heavily traffic
and screw and paddle wheel launches regularl
Nam Dinh, and the chief provincial towns. B
of small junk traffic on the inland waterway
of activity cen be made. There has been, ho
available bottoms to handle local cargo requ

(2) Maritime Shipping.

The expansion of maritim
facilities in North Vietnam received conside
the French, but during the recent hostilitie
tenance was allowed to lapse with the result
ties have beer. impaired.
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to the continuing movement of ocean-golng traffic were preserved as
necessary parts of the logistical supply program of the French forces
in the area.

The principal port of North Vietnam, Haiphong, is
supplemented by secondary ports of either specialized or regional
character, such as Cam Pha Port, Hon Gay, Port Wallut, Quang Yen,
Dong Hai, and Ben Thuy. Although other minor ports are susceptible
to expansion, the rehabilitation and exploitation of the above-named
ports should satisfy the major economic needs of the Viet Minh during
the next 2 years (barring any unexpected military events). Except
for small junks the Viet Minh have no coastal fleet, and probably
will be dependent on Communist China for coastal shipping bottoms.

Haiphong, as the major deep-water port of North
Vietnem, serves as the gateway for Tonkin. Because of the agreement
to allow the French 300 days (that is, until mid-May 1955) to evacuate
the port, development by the Viet Minh of the Haiphong industrial
complex and port will necessarily be delayed. Although the port has
been allowed to silt up during the past 10 years, the existing port
facilities would permlt a substantial increase in the tonnage now
handled. 1In 1952 the port handled slightly over 1 million metric
tons of cargo, and it has been estimated that it could handle ap-
proximately 8,000 tons per 20-hour working day, or about 2.8 mil-
lion tons per year. lhg/ The port can berth vessels up to 7,700-
ton Liberty-type vessels, but has limited repair facilities. With
Haiphong opened for trade of the Viet Minh, commerce will probsbly
be directed chiefly toward Communist Chinsa. Since the route between
Haiphong and Canton is less than 1,200 kilometers and for the most
part sheltered, Chinese Communist coastal-type vessels will be capable
of handling a considerable traffic flow between the two areas. Soviet
Bloc and chartered vessels will be able to serve the European-Viet
Minh trade to Haiphong as it develops.

Hon Gey was developed solely to export coal from
nearby mines. Over 2 million tons of coal were exported annually
from this port before World War IT, 150/ and the port has been in
continuous operation. Although most of the vessels calling at Hon
Gay port are of the h,OOO- to 5,000-ton variety, it is possible to
bring in Liberty-type vessels, contingent on high tide and calm
waters. 151/ Facilities at the port permit turn-around of 5,000-ton
colliers in 24 hours. Cargo other than coal is handled with con-
slderable difficulty.

- 33 -
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Cam Pha Port operates in con
in the export of coal, but 1t has been relativel;

junction with Hon Gay
y inactive in recent

years. Maximum lceading capaclty for coal is estimated at 1,000 tons:

per day.

2., Commurications.

The reapid communications services of)

North Vietnam have

deteriorated markedly since the period before World War II. At that
time, depending a-most exclusively on foreign equipment and technical

knowledge, they probably adequately met the need
Combat destruction and widespread sabotage have

s of the country.
accounted for much

of the decline. [ consequence, intercity wire4line facilitles are

almost nonexisteni; todey, with only an estimated
wire lines and poisibly T telephone exchanges in
result, radio comaunication is being utilized ag
native. 152/ At “resent there are 20 to 2k radi
ares, concentrated primarlly at Hanoi and Haiphg

129 kilometers of
operation. As a

a minimal alter-

o statlons in the
ng. So depleted are

the permanent civil communications resources that the contending

mllitary forces reportedly meet their own needs
tions without any dependence on civil facllities
that this situation will persist for some time.

for rspid communica-
. It seems likely

In communications resources, Ncrth iietnam is a liability

{0 the Soviet Bloz. In order to restore the exi

sting facilitles to &

condition to meet adequately the immediste requirements of the Viet

Minh regime, the regime will have to obtair. fro

the Bloc trained

manpower , communicatlons and electric power equipment, some hesavy

machinery items, and raw and finished materials.
radio broadcasting base as a chlef medium of ma

Expansion of the
s communicstion for

control and indoctrination of the "Viet Minhese!' and the propagandiza-

tion of the peoples of the other Indochina stats

s and perhaps Thalland

will be included as one of the first orders of business.

ITITI. Human Resources. ’

i

In 1954 the total population of Vietnam noﬁth of the 17th Parallel

line is estimated to be about 14 million. }53/*
56 percent of the population of all Vietnam 25

** This 1s about
million) and 46 percent

¥ All sources on population state that the edtimates are subject to

at least a 10-pe:rcent error.

*%¥ Of this total, spproximately 7,000 personsg |are European, primarily

French; 100,000 are Chinese; and & negligible number are other Asiatics.
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of all Indochina (30.5 million). The 1954 population represents an
increase within the Viet Minh area since 1943 of about 8 percent,
compared with an ll-percent lncrease within all Vietnam, and a
lh-percent increase within sll Indochins.

Nearly TO percent of the population of North Vietnam reside in
the Red River delta or coastal areas. These areas, however, make
up only about a quarter of the land area of North Vietnam. This
results in many sections within the area having population densities
of over 1,700 persons per square mile, or as high as any nonurban area
in the world, as well as having underemployment of the populace.

An estimate of the total lebor force available within the country
is difficult to calculate. 1In the rural population, however, every-
one works from early youth to old sge, and this generalization
applies only to a slightly lesser extent to the urban population as
well. Probably about 8 million persons fall in the 15 to 59 year
age group, of which over 3.5 million would be males. ;é&/ Abcut
90 percent of the population is dependent on agriculture for a
livelihood, and probably no more than 1 percent of the total have
no direct connection with agriculture. ;22/ Many of those persons
working in the mines or industrial installations are alsc a part of
the agricultural population, as they appear to work in the plants
only to supplement their agricultural income.

Skilled labor represents only a small fraction of the labor
force, and the greater part of the skilled labor force is employed
in the production of local speclalty items such as food products,
textiles, baskets, or other handicraft products. }gé/

Of the modern industrial installations’ in North Vietnam, coal and
other mines, textile plants, and the cement plant employ the greatest
amount of labor. Except in the textile industry, most of this labor
is unskilled or semiskilled.

There are only meager facilities for the training of skilled
workers in North Vietnam, and, if French technicians and admini-

strators withdraw, the factories of North Vietnam will be faced
with a severe shortage of skllled and maenagerial personnel.
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IV. Economic Organization.

The economlc organization of the Viet Minh z
that of a Communist state. The Party directorat
power, and Party mmembers hold the principal mint
the mass organizations which propagandize and in

gtries

RDP79T00935A000300090001-2

regime is typical of
e is the seat of

and direct

rplement decisilons

of the central boly. Some ardent nationalists have been utilized

by the Party in ministerisl positions but only 1
with Party members as deputy ministers. Six mir

whose ministers or deputy ministers are Party' members,
ticularly with matters of economic policy and control:

of Finance, Commerce and Industry, Agriculture,
and Information. In general, the policy of the

Labor,
regime

ln close associlation
1istries, all of

deal par-

the Mlnistries
Public Works,
appears to

follow closely thz lines of Mao Tse-tung's procedure in China in
applying the principles of Marxism-Leninism to ¢onditions in Vietnam.

The Land Reform Law, which was promulgsted by the Nationai

Assembly of the DRV on 4 December 1953, has been heavily propagandized

in order to gein popular support. It provides generally for confisca~

tion and expropristion of the lands of large lahdowners, absentee land-

lords, and members of the opposition ("reactionaries"), and for re-

distripution of the land to landless peasarts or small landholders. 157/

The law is similar in many respects to the law adopted by the Chinese

Communists in June 1950, and, as in Communist China, it appears to have

the twofold immediate purpose of popularizing the regime on a broad
base and of elliminating the opposition of the gentry as an effective

force.

During the last 3 years, the influence of Chinese Communist
advisors has been pronounced in the inauguration of fiscal, tax, and
currency reforms. In early 1951 a small bond ipsue (in fact, smaller

than planned) was floated with value, in terms pf rice paddy, guaranteed
in terms of rice

for 5 years. In 1951 the budget was formulated

paddy, and contrscts by the government for serviices were to be paid
in Ho Chi Minh piasters at the market price of paddy on the day of
payment. In 1952, collection of taxes and contirol of expenditures
were centralized in the hands of the Ho Chi Minh govermment. No
local government expenditures were allowed unless previously autho-
rized by the central govermnment. Local taxes were abolished, and
the people were to informed by widespread propaganda..
Granary Service, supervised by officials appointed by the central
government, assumed control of the paddy supplies collected through
taxation, thus removing this function from locall authority. In 1952

- 36 -

S5-E-C-R-E-T

Approved For Release 1999/09/21 : CIA-RDP79T00935A000300090001-2

A National



™ Approved For Release 1999/09/21 : CIA-RDP79T00935A000300090001-2

a Viet Minh state bank was established with a monopoly on currency
lssue, which had previously been partly in the hands of semi-
independent regional administrations. In 1952, five principal forms
of taxation were instituted to replace the Previously irregular
texes-in-kind, real estate and business taxes, agricultural tax,
taxes on industry and commerce, commodity taxes, export-import duties,
and slaughterhouse taxes. The new agricultural tax was based on
production instead of on land area, and the yield estimste for tax
purposes was sald to be stabilized. Exemptions were allowed for
family units instead of individual farmers, but the harvest tax was
to be collected on a graduated scale based on size of land hold-

ings. 158/

Taxes on industry and commerce under the reform are of three
types: turnover taxes, taxes on gross profits, and taxes on partic-
ular transactions in the case of petty merchants. Taxes on opium
and salt amount to one-third of production. Tea, sugar, tobacco,
and cigarettes are similarly taxed, but at lower rates. Slaughter-
house taxes amount to 10 percent of the value of the Processed meat.

The implementation of the land reform law and of the tex col-
lectlon system appears to have been erratic, varying, with the degree
of control, from mere propaganda to severe enforcement. The central-
ization of administration, however, has generally been as absolute
as the condition of available communications would appear to allow.
The results are reported to have been generally in the direction of
a reduced rate of currency and price inflation in the Viet Minh aress
and strengthening of control of resources in the hands of the

regime. 159/

At the DRV govermment conference held in Tuyen Quang in July 1953,
Vice President Pham Van Dong of the DRV summarized the policies of
his government as follows: (1) more thorough and equitable tax col-
lections under the centralized tax collection system; (2) the increage
of trade with other countries ag well as with "enemy-controlled areas";
and (3) the improvement of land and water transportation systems to
facilitate trade. He stated that the fact that Prices had become
more stable would aid in the development of economic production and
that the implementation of the land reform brogram would incresse
agricultural production. Since agriculture is the basic element of
the Vietnamese economy, he said that the working slogan would again
be: "Increase agriculture production first, then encourage the
development of family handicrafts." Finally he stated that "production
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and economy are the most important objectives
party and the eatire population." 160/

o economic programs, or even production
been announced since the conclusion of tke Ge

of the govermment, the

i

oals of the DRV, have
eva agreements. The

policies of the regime, however, as so fer expressed, are clearly
reminiscent of those which have been so ruthlessly applied in

Communist Chins. over the last 4 years. In vi
of fiscal and tex reforms to those 1In Communi
tinual presence of Chinese Communist advisors
pattern of centralization of authority and co
ment may be expected to follow that of the Pe
but slight modifications to fit local conditi

V. Economic Relations of North Vietnam.

A. Prewsr Forelgn Trade.

The value of the external trade of T¢
1930's lagged :onsiderably behind the trade c

)

w of the close similarity
5t China and the con-

in North Vietnam, the
ntrolled economic develop-~
iping govermment, with

ons and resources.

nkin and Annam in the late
f Cochinchina. Conduct-

ing about half its foreign trade with France,
area (North Viztnaem)¥* ran a consistent comm
the pre-World Wer II period, and depended on
support a wider range of imports. Nortl Vie

¥ the present Viet Minh
dity trade deficit in
a Tew basic exports to
nam did not constitute

a significant source of supply for France and the Western world, and
all of its commodity exports to the West can|be replaced from other

areas.

Indockinese foreign trade has been weighted more heavily in

favor of the southern area than of the nort Ern.

period, 1936 through 1938, the present Viet
about 20 percent of the exports and 40 nerce
three Vietnamese provinces of Tonkin, Annam,
relationships change only slightly when the
compared with the whole of Indochina. For t
through 1951, the declining importance of Ng
by its control of only 6 percent of exports

¥  France in-zludes French Union countries.
*¥ The area acqulred by the Viet Minh undery
agreement constitutes 95 percent of the val
Tonkin and Annam. Trade magnitudes attribu
in this section are those of Tonkin and. Ann:
roughly 5 percent.
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French trade with North Vietnam, protected by preferential
custams, was relastively greater than was that area's trade with the
rest of the world. Tonkinese and Annamese exports to France, con-
fined mostly to corn, coal, and metals, represented 52 percent of
all exports from those provinces during the late 1930's. Imports
from France, concentrated in textiles, metal and miscellaneous
manufactures, and paper products and chemicals, amounted to 53 per-
cent of total imports in the same period.

An anmual commodity trade deficit marked the prewar period
of North Vietnam, averaging about US $4 million from 1936 through
1941. Cochinchina had an inverse experience during this time,
with the magnitude of 1its trade surplus dependent on the quantity
and price relationships of grains and rubber.

The pattern of external trade of Tonkin and Annam before
World War IT was typical of an underdeveloped area dependent on a
few basic commodities. Gralns, coal, and cement accounted for
more than three-fourths of the value of exports from North Vietnam
during 1936 through 1938, vhile textiles and metal manufactures
represented more than three-fifths of all imports. Grain, repre-
senting 47 percent of exports, consisted primarily of corn exports
(to France), with rice exports (to China) averaging about a third
of* the value of corn exports. Fuel and cement accounted for 32
percent of exports. Cosal from mines near Hon Gay produced the
major fuel export (to Japan, Chine, and France), while the cement
plant at Haiphong exported half its production to neighboring
Asian nations. More than two-fifths of the value of Imports
arrived as metal and metal manufactures, while textiles accounted
for one-fifth of imports.

Tables 15-18% illustrate the trade relations of North
Vietnam during the immediate prewar period and in 1949-51.

B. Trade with Communist China and the Soviet Bloc.

1. Exports.

It is unlikely that the Chinese Communists have given
ald to the Viet Minh without démanding some return. We know that**

* Tables 15, 16, 17, and 18 follow on pp. 40, 41, and 4o,
respectively.
*% Continued on p. 42.
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Table 15

External Trade of North Vietnam and of Total Vietnam
1936-38 and 1949-51

Prewar Average 161/ Postwar Average 162/

1936-38 1949-51
Exports
North Vietnum a
(Thousand IS §) 18,615 5,200
Total Vietnam b
(Thousand IS $) 88,670 87,512
North Vietnam as Percent
of Vietnam 20.99 5.94%
Tmports
North Vietnam )
(Thousand JS $) 20,803 53,655
Total Vietnam
(Thousand US $) 52,85k 242,528
North Vietnam as Percent
of Vietnam 39.36 22.12

a. Tonklin and Annam.
b. Tonkin, Annam, and Cochinchina.
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Table 16

Prewar Commodity Trade Balance of North Vietnam 163/
1936-41 and Average ,

Thousand. US $

Year

1936
1937
1938
1939
1940
w941
Average

Exports Imports
22,424 23,035
17,475 19,274
16,127 20,100
15,130 22,939
16,652 19,818
11,595 19,226
16,567 20,732
Table 17

§§gance

-511 -
-1,799
-3,973
"7 )809
-3,166
-7,631
-4,165

Trade of North Vietnsm with France.a/ 164/
1936-38 and Average

Exports to France (Thousand US $) 12,690
Percent of Total of North Vietnam

Exports ;
Imports from France
(Thousand US $)

Percent of Total of North Vietnam

Tmports
Balance with France
(Thousand US $)

1936 1937 1938 Average
9,749 7,566 10,002
56.6 55.8 k7.0 53.1
12,293 10,577 10,468 11,113
53.4 54.9 52.1 53.4
+397 -828 -2,902 -1,111

a. France includes French Union countries.
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Table 18

Camposition of Trade of North
1936-38 Average

RDP79T00935A000300090001-2

Vietnam 165/

Totar. &/ With France 2/
Imports Exports Imports Exports
Food Grains 2.7 47.3 68.8 g/
Fuel and Aggregates 7.6 31.6 12.8 g/
Metals and Mesal Manufactures 41.6 12.1 37.6 11.0
Textiles 21.0 30.8
Paper Products 6.3 8.8
Chemicals 5.7 5.2
Animal Products - 2.6 4.3 2.1 3.4
Miscellaneous Manufactures 10.5 - 3.0 15.5 4.0
Other 2.0 1.7
Total 100.0 100.0 100.0 100.0
" Percent cf value of Total imports &nd exports.
Percent cf value of imports and exports| with France.

Primarily corn.
Primarily coal.

a0 oo

from the beginning of 1951 they have exacte
for the construction of the Nanning-P'ing H
dition, the Viet Minh have been requirad tg
vegetable oi..s, tea, wood, and minerals.

2. ;Dmports.'

1.

e
al

Reports from a variety of unevs

that Communist China has sent the following
Arms and ammunition: mount

guns, machine guns, field
rifles, rocket launchers,
grenades and grenade thro
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Food: rice, maize, dried sweet potatoes, cereals,
soybeans, and flour.

Clothing.

Transportation and communicatibns.equipment: trucks,
tires, spare parts, gasoline, oll, kerosene, radio
sets, and field transmitters.

Other: medical and clinical supplies, X-ray metal-
testing equipment, balances, electric meters,
electric drills, files, abrasives, saw blades,
iron and steel for making cables, electrical
distributing machinery, agricultural machinery,
oxXygen contalners, oxygen-generating machines,
gas masks, binoculars, and industrisl machinery.

Little information is available concerning direct trade
between North Vietnam and the USSR or other Soviet Bloc countries.
Many of the above items imported from Communist Chins, are of Soviet
or Soviet Bloc manufacture. A Viet Minh trade mission hasz been re-
ported in Europe in the first quarter of 1954 placing large orders
for military equipment, vehicles (jeeps, trucks, and buses) pharma-
ceuticals, and hospital equipment in East Germany, Poland, and
Czechoslovakia. 166/

3. Extent of Material and Technical Assistance Given
to the Viet Minh.

The Viet Minh have received material aid from Communist
China since at least December 1949 and perhaps since 1948, Until
early 1951 only essential supplies of arms and rice had been sent
to the Viet Minh, but by summer Communist China began supplying
material designed to develop the Viet Minh's internal systems of
supply. Military equipment and supplies, however, apparently con-
tinued to be the Bloc's main contribution to the Viet Minh.

The seale of supply is difficult to estimate. In
June 1951, Communist China asnd the USSR were each said to have
promised 1,000 tons & month (totaling 2,000 tons per month). The
plans for later in the year indicated aid on s lower level of
posgibly 1,300 tons a month, although implementation of the plan
revealed movements of only 500 to 600 tons a month.
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By id-1953, Soviet Bloc aid may
2,000 tons a moath, according to French sourcs
indications of Lncreased military ald, possibl]

4,000 tons a moath. 167/ With the end of the

the 1954 trade agreement called for the exchar

Tt has been fairly well estatlishg

munist personnel -- Instructors, technicians,
advisors, and perhaps transport labor alcng m
have been operating with the Viet Minh.

hood of 10,000 to 15,000, there was a gredual
to roughly 5,0C0. This decrease was apperent
progress made by the Viet Minh in thelr organ
ment of training camps in South China, and to

countered by tke presence of Chinese in Viet |

respect to this latter point, it is felt that
not denying the necessity of Chinese Commnis
been attempting to reduce the numbers of advi
in Viet Minh zcnes because of the possibility
traditional antipathy among the Indochinese f

The Viet Minh may, in fact, pursy
of restricting contacts between Chinese persq

nemese population in order to gvoid arousing
held by most Vietnamese toward the Chinese.

reports of Chliese combat casualtles, except
along the nortiern border.

administrative units and at higher command le
would definitely limit the capacity of the Vi
absorb forelgn specialists and advisors.

C. Relations with South Vietnam and Ot hd

Estiz
this personnel assistance, however, have varie
average of the several estimates in the past 1

It appears, thers
Communist personnel operate primarily in cong

ave totaled as much as
2s. By 1954 there were
ly as much as 3,000 to

war 1ln sight, however,
1ge of industrial goods.

>d that Chinese Com-
political and military
hjor supply routes --
nates on the extent of
2d widely. While the
has been in the neighbor-
decrease during 1952

ly attributable to the
ization, to the develop-
the difficultiegs en-
Minh zones. With

the Viet Minh, while

t assistance, have

sors and technicians

of a resurgence of

or the Chinese.

4

e a deliberate policy
nnel and the Viet-
historic animosities
There are no confirmed
for minor operations
fore, that Chinese
unction with central
vels, and such a policy
et Minh organization to

v Asiatic Countries.

There ls probably a limited amount of
Minh and the French-held areas in Vietnsm des
to maintain a land and sea blockade. Irdivig
Viet Minh territory have stated, without con:
Workers' (Communist) Party members are desigl
conduect trade with non-Communist regions.

- Lk -

8-E-C-R-E-T

— — —— — ——

Approved For Release 1999/09/21 : CIA-

F trade between the Viet
spite government efforts
jusls who have fled from
Firmation, that trusted
hated in each sector to

-~
RDP79T00935A000300090001-2 ~

RDP79T00935A000300090001-2



=’ Approved For Release 1999/09/21 : CIA-RDP79T00935A000300090001-2

S-E-C~-R-E-T

Although the total volume of such trade is relatively small,
1t has been of considerable importance to the Viet Minh becsuse of
specific shortages. Special efforts have been made to secure medical
supplies, fuel, and transportation equipment and parts, and the Viet
Minh have admlittedly been dependent upon food supplies seized from
French-controlled areas.

There have been reports of arms. smuggling between Thailand
and Viet Minh areas, carried on by coastwise shipping to Communist-
held areas in Cochinchina and overland through Cambodia. No esti-
mates of the volume of this traffic can be made from available
information. .

D. Effects on World Trade Patterns of the Inclusion
of North Vietnam in the Soviet Bloc.

The Viet Minh certainly will attempt to eliminate the area's
trade deficit by pushing exports. It is interesting, however, to note
thaet in 1952, coal exports -- one of Tonkin's major foreign exchange
earners -- would have pald for only 25,000 tons of rice, about 5 per-
cent of the possible rice deficit the Viet Minh may face, at least in
the short run. The Soviet Bloc 1s not in a favorsble position to give
aid, although this deficit is relatively small.

Although the Viet Minh Cormunist policy is not known, the
Communists may consider thls ares important enough to encourage some
industrialization. Industrialization, in requiring the importation
of capital goods from the Soviet Bloc, would inerease, although not
significantly, the stresses and strains already existing within the
Soviet Bloc. As the Viet Minh area is already a deficit area, in-
dustrialization would add to the drain upon Bloc resources.¥

The reopening of the old trade routes from South China through
Indochina would facilitate the exploitation of South China's minerals
and the general development of this area. In 1937, transit trade from
Yunnan through Tonkin to China and Hong Kong totaled more than
50,000 tons valued at US $13.6 million, almost the value of Tonkin's
exports. :

The primary commodities entering foreign trade from North
Vietnam before the war are generally supplementary to the Chinese

* Bee also VII, below.
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economy. dJapan, the largest buyer of Tonkinese coal in ths 1930's,
msy be interested in renewing this source of supply in exchange for
Japanese textiles and manufactured goods. Should a trade relation-
ship develop between Japan and North Vietnam; China msy have an
opportunity to use Japanese trading desires &s a lever to obtain
trading concessions for herself. In the absénce of Japanese trade
with North Vietnam, it is probable that the USSR end China can
furnish North Vietnam with the relatively sm%ll amounts of textiles
and manufactured goods required.

, French imports from North Vietnam before World War II
consisted more than 65 percent of corn and of about 10 percent

each of metals and coal. French exports to North Vietnam were
concentrated in metal manufectures (38 percent), textiles (31 per-
cent), and miscellaneous manufactures (15 percent). Should all
trade with North Vietnsm be cut off in the future, France should
have little difficulty obtaining these impor%s elsewhere in the

Free World. Sfome adjustments may be necessa&y in the transition

of French trade to other areas, due to the preferential position
France enjoyed from Indochinese customs arrapgements.

' i

Of greater immediate significance to France than the loss of

this trading esrea is the possibility that US{war ald for Indochina
mey be diverted to other uses. During the calendar year 195k,

US $785 millicn were to be funneled through France for the war effort
in Indochina, thus greatly relieving the French gold and dollar
shortage. At the time of the cease-fire, only US $100 million of this
amount had been received by France and US $100 million additional was
in the pipelire. If the US should decide that all or part of the
remaining US $585 million and the US $300 million now scheduled for
calendar year 1955 should be diverted to Southeast Asian cr other
defense, these funds would not flow through France and would make it
increasingly ¢ifficult for the French to maiptain a forelgn currency
balance. 3

VI. Comparisorn of the Level of Economic Acti&ities and Visbility
of North and South Vietnam. f :

The truce demarcation line divides Vietmam into two areas which
under normal conditions would form complemenﬁary parts of a national
economic entity. Of these, the area now under Viet Minh control
possesses by f'ar the greater long-term potedtial for a visble indus-
trial economy. However, this area does not produce enough rice to
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support its population of 14 million and will probably be dependent
upon some grain imports to make up its general food production
deficit. North Vietnam contains the only major coal deposits of
Vietnam, and practically all of the known metallic mineral resources,
including zine, tin, iron, tungsten, manganese, chrome, lead, and
gold. In addition, the only cement plant in the country -- the
largest in Southeast Asia -- is located at,Haiphong. The country's
two major textile plants are also located in the Viet Minh area,
-although these depend upon imports of raw cotton and do not produce
enough textiles for North Vietnamese requirements.

It 1s believed that these resources should enable the Viet Minh
in time to procure in foreign trade the manufactures which are
needed for a modest industrial development. However, the apparent
unwillingness of the Viet Minh to offer sufficlently attrattive terms
to the French administrators and managers to continue operating the
coal mines and industrial installations and to carry on interregional
and foreign trade poses an immediate problem for the Viet Minh if they
are to realize any benefit from these economic activities, pending
the time when Communist technicians and advisors become avallable.
Moreover, the extensive capital construction necessary to rebuild
transport and communicstions facilities linking North Vietnam to
the Soviet Bloc, and the improvement of mining and industrisl
facilities -- even to the levels that had been planned in US Foreign
Operations Administration brograms -- is believed to be beyond the
capabilities of the Viet Minh and will probsbly require technical
assistance from the Bloc in planning, supervision, and additional
equipment. The immediate needs for imported food supplies, raw
cotton, gypsum, and technical equipment will require aid from the
Bloc if the past level of economic activity in the area is to be
restored soon.

For the long term, North Vietnam, as discussed in Section IT
above, possesses a well-balanced resource base for g self-sustaining
industrial economy but needs technical aid and investment funds to
develop it. The USSR has provided substantial technical asslstance
to Communist China in its economic development during the past 5 years.
It still remains to be determined whether the USSR or Communist Chins
is in a position to bass on the lessons which have been learned in
the initial stages of development of the Chinese economy to another
Aslan country with an even less developed resource base. North
Vietnam, however, already seems to be benefiting from the experiences
of Communist China, as can be observed in the measures for taxation,
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land reform, and centralized control which have been promulgated in
Viet Minh areas in the past 3 years. The expeéted reconstruction

of the two railroads linking North Vietnar to China will stimlate
economic exchanges between the two countries. China is apparently
in a position to benefit more at first from thé Haiphong-Yunonan rail-
roed comnection. It would provide the means of easy export of
minerals from Scuthwest China and of hastening the construction and
industrializaticn progrems in that region, whi@e North Vietnam would
benefit incidentally from the restoration of the rallroad line
through its aree of prospective resource develbpment. Thus, in view
of the early evidences of Chinese Commnist aid to the Viet Minh, 1t
is believed thatl. necessary technical aid will be forthcoming, at least
to the extent that is considered mutually ben%ficial.

|
South Vietnum, on the other hand, has praqtically no resources

aveilable other than agriculture and will be hard pressed to create
a self-sustaining economy, €ven in the long rﬁn. The area does
possess an agricultural base for rice productﬁon sufficient to sus-
tain its populaiion and permit exports, which}prior to World War II
amounted to over 50 percent of all exports from Tndochina. Although
in the past Chiaa has been the principal purcﬁaser of Indochinese
rice, there has been no trade between South Vietnam and China in the
last several years. India and other Pacific éountries have purchased
rice from the Cochinchina area, but rice production and consumption
are qiite elastic in these regions and the ma&ket quite variable.
gince rice fror the Cochinchina area is infer;or to that of the other
two main sources, Thailand and Burma, the dembnd for Indochinese rice
is always deperdent upon the amount available in those countries.
Whether rice trading with the Viet Minh areas will be effected is not
yet clear. !

In addition to rice production, the only 'other major resource
available to South Vietnam for foreign trade is natural rubber, pro-
duction of which amounted to about 73,000 tons in 1953, or about
5 percent of the world output. France has been the main market.
Depending on markets (and on allocation of tﬂe forelgn exchange proceeds
of exports), tiiese two resources could provide investment funds for a
modest development of consumer goods industries which would improve
the self-suffiziency of the area. f

A major problem immediately facing the Séuth Vietnsm government 1s
the relocation of an indeterminate number ofjpersons refugeeing from
+he northern area. Traditionally unwilling to leave their homes even
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to take up free land in the upland regions, the northern Vietnamese
who accept resettlement in the South will probably be limited for the
most part to the families of military and functionary personnel de-
pendent on the govermment for support. These number as many as
330,000 to 350,000 people. Temporary provisions for their accommoda-
tion are currently being made. There are several sparsely populated
inland plateau areas where these people could be settled, where they
could grow such crops as maize, potatoes, beans, manioc, and taro,

or where they could develop plantation-type crops such ag rubber,
coffee, tea, pepper, or fruits. However, even at best, these pur-
suits would be long-term in their effect and no prospect 1s in

sight to provide the means of livelihood even for the present

numbers of clvilian personnel seeking resettlement in the South.
There seems slight chance that -- in the absence of a vigorous and
efficlent organization of migration, agricultural, public works and
handicraft projects, to utilize the emigrants -- the need for self-
supporting economic activity for these people can be fulfilled.

Even with some American aid, the capabilities of the South Vietnamese
government are being taxed to provide for their welfare.

On the other hand, a large number of stay-behind cadres and
guerrlilla forces of the Viet Minh can be expected to remain in the
South to carry on the Viet Minh regime's program of political
subversion and disruption of economic activity. In these circum-
stances, the institutional structure of the South Vietnam economy
as an agricultural colonial appendage of metropolitan France will be
subjected to further severe strains. The continued maintenance and
protection of French colonial interests in agricultural production
and trade are at the same time both necessary for the support of the
present level of economic activity in the area and paralyzing in their
effect upoh native aspirations to develop a viable national economy .
The long-enforced dependence of Indochina on the metropoliltan country
for menufactured goods has discouraged the development of indigenous
industry. At a time when increased economic opportunities are needed
to support the population and to replace employment in occupations
connected with interregional and colonial trade, normal private
sources of investment are lacking to provide the needed maintenance
and expansion of the small industrial and trade sectors. In the face
of the expected further disruption by Communist forces in the area,
additional foreign economic aid to South Vietnam appears to be more
than ever required to maintain and develop the economy and to provide
stimulation, guldance, and support for projects in public works, agri-
culture, consumer goods and agricultural tools industries, and
handicrafts. 168/
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VII. Estimate of Probable Economic Developments in North Vietnem
through 1957 .
A. Future Boviet Bloc Aid.

Up untll the time of the cease-fire, the bulk of ald given
to the Viet Minh by the Soviet Bloc was of & military nature and
consisted mostly of military equipment and rations, as well ss
materisl to develop the Viet Minh's internal lines of supply.
Mid-1G954 protocol.s for the exchange of goods between the DRV and
Communist China :ndicate that North Vietnam was scheduled to '
receive very litiile in the way of capital goods for improving, indus-
trial production from Commnist China. Furthermore, there is no
known grent of a:.d to the Viet Minh such as the grant extended to
North Korea by the USSR, Communist China, and ghe European Satel-~
Htes, which will reportedly amount to US $300 million and restore
the 1946-50 leve.. of economic actlivity. On thg other hand, because
of the lack of any information on the Viet Minh regime's plans for
economic developuent or on future Soviet Bloc gid to North Vietnam,
future production cen only be estimated there, |predicated upon
North Vietnam's known resources and facilities, the immediate needs
of Communist China and the USSR, and the desire of the Pelping
regime to meke a1 impressive showing in Indochina for the benefit
of the other Sousheast Asian countries.

Under th:se conditions, it is assumed (1) that North

Vietnem will rec:ive technical and material ald from the Soviet Bloc,
particularly fron Communist China because the latter has the most to
gain both economically and politically from the integration of North
Vietnam into the Asian Communist Bloc; and (2)/|that such aid, although
important enough in itself, will be limited by considerations of
economic worth and will not be extended tc North Vietnam projects at
an unrealistic cost.

B. Probable Economic Developments through 1957.

Tt is believed that the bulk of Soviet|Bloc aid will be granted
to (1) comnect North Vietnam with Communiet Chine by rail, and to
improve other transport facilities; (2) exploit the area's coal, tin,
zinc, chrome, and phosphate resources; (3) provide the cotton textile
industry with raw cotton; (4) increase cement production; and (5) pro-
vide Food supplies to overcome present shortages.
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Rehabilitation of the area's railroad system will be expedient
both strategically and economically to Communist China, particularly
and also to the Soviet Bloc. By comnecting the Chinese Communist
railroad system to that of North Vietnam north of Lang Son, the Bloc

Communist China to the Southeast Aslan Communist frontier. Recon-
struction of the ILao Kay-Haiphong line, on which construction re-
portedly has already begun, will again allow Communist China use of
the most expeditious route in exploitation of its Ko-chiu tin and
other mineral resources found in the Southwest as well ag aid Com-
munist China's construction brogram for that region. Reconstruction
of rail facilities will be accomplished almost entirely with Chinese
Communist or Bloc materisls and technical bersonnel, and strategically
will actually benefit the Chinese Communists more than it will the
Viet Minh.

Emphasis on the area's resources will probably proceed as
follows (see Table 19%);:

1. Iron and Steel.

Although it is estimated that no iron and steel industry
of any significance will be established by 1957, the export of iron

brewar production pesk of 135,000 tons. Ferroalloy ore production
consequently will also be limited to export demands, and rrobably

will also surpass past peak production. Chromite production may
receive the greatest attention since Communist Chins has only very
minor chrome ore deposits of its own, and although present requirements
are mesger they will undoubtedly increase.

* Table 19 follows on p. 52,
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2. Nonferrous Minerals.

Zinc production will be of importance to Communist China,
particularly when and if the zinc smelter at Quang Yen is retorted.
It is assumed that the Chinese Communists will probably give this
project high priority inasmuch as their own zinc smelting facilities
are inadequate, and China is importing zinc metal from Poland. Tt
1s therefore believed that zinc production will reach at least
8,000 tons per year.

Tin production, the only significant addition to the
Soviet Bloc as a whole, could possibly reach 1,500 tons by 1957 and
would be very considerably increased, probably doubled, with the
acquisition and operation of the Nam Pathene mines in Laos.

Production of phosphates which reportedly has already
begun under the Chinese Communists in TLao Kay will continue and
become more important with the acquisition of the Haiphong phos-
phate fertilizer factory. It is estimated that production of
phosphates will attain at least 160,000 tons by 1957.

3. Coal.

Although coal production in North Vietnam reached an
historical peak of 2.6 million tons in 1939, it does not appear
likely that this figure will be approached by 1957. The poten-
tiality for a production greater than the estimated 1957 production
figure of 1.0 million tons probably exilsts, but because most pro-
duction is dependent upon export demands and because present con-
ditions do not portend as favorable a coal export situation as
existed in the late 1930's, it does not seem likely that the coal-
producing potential in North Vietnam will be fully utilized. ©New
trade agreements made by the Viet Minh regime, however, could
significantly change the situation within a short time period.

For example, the resumption of coal exports to Japan alone on the
1939 level would mean an increased production of about 350,000 tons
per year.

L, Textiles.

Prior to the partitioning of Vietnam, the cotton textile
industry, especially the plant at Nam Dinh, was almost entirely de-
pendent upon the US for its supply of short staple cotton. Some
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APPENDIX

SOURCES

Evaluations, following the clagsification entry and designated
"Eval.," have the following significance:

Source of Information Information
Doc. - Documentary 1 - Confirmed by other sources
A - Completely relisble 2 - Probably true
B - Usually reliable 3 - Possibly true
C - Fairly reliable L - Doubtful
D - Not usually reliable 5 - Probably false
E - Not reliable 6 - Cannot be judged
F - Cannot be judged

"Documentary" refers to original documents of foreign governments
and organizations; copies or translations of such documents by a staff
officer; or information extracted from such documents by a staff
officer, all of which may carry the field evaluation "Documentary."

Evaluations not ctherwise designated are those appearing on the
cited document; those designated "RR" are by the author of this re-
port. No "RR" evaluation is given when the author agrees with the
evaluation on the cited document.

State, OIR, Selected Background Data, Indochina, 1 Apr 195L. 8.
J. Gauthier, L'Indochine en Travail, Paris, 19L9. U.
State, Hanol Despatch No. 77, 1 Apr 1954. S. Eval. RR 2.
State, Saigon Despatch No. 2701, 9 Jun 1954. C. Eval. RR 2.
. CIA NIS !3, draft on agriculture. C.
JANIS 70, Chap. IX, Oct 1945. C.

Agriculture, Food Balances, for Burma, Thailand, Indochina,
Philippines and Taiwan, 1952. C.
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11. State, Saigon Despatch No. 28, 13 Mar 1947. U.
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12. JIbid.
13. International Tea Committee, Bulley

in of Statistics,
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16. Ibid.
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UN Economic and Social Council, E/(
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on de Modernisation
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el in Indo-China,
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p. 41, Section IV, Table 1, pp. 12, 14, 16. U. Eval. RR 3.
Sources of Bauxite in Asia, MIM, USBM, Special Supplement
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38. Army, Strategic Intelligence Digest, "French Indochina,"
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43. FOA, Indo-China, 9.95-FR-631, 20 Apr 1953. U.

. CIA NIS U3, Section 62-B, Jul 1953. C, US OFFICIALS ONLY.
45, State, Saigon Despatch No. 353, 2 Mar 1953. C.

46. CIA NIS 43, Section 62-B, Jul 1953. C, US OFFICIALS ONLY.

47. Tbid
L8 Ibid
49. Tbid.
50. Board of Economic Warfare, No. 4979, 22 May 1948. C.
51. Ibid.
52. CIA NIS 43, Section 62-B, Jul 1953. C, US OFFICIALS ONLY.
53, Ibid.
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55, Tbid.
56. Thid
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* 58. ualre des htats Assocles, Cambodge, Laos, vietnam,

Paris, 1953. U.

59. Ibid.

60. J. Gauthier, L'Indochine en Travail, Paris, 1949. U,
Navy, c¢-31820, Area Study 12-53. S.

61. Navy, WA, Saigon Report No. 234-52, 12 Dec 1952. U. Eval. A-2.

62. Annuaire Statistique du Vietnam, 1949-50, Saigon, 1951. U.
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Saigon. U.

63. C. Robeguain, The Economic Development of French Indochina,
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6h. Ibid.
65. UN, Statistical Yearbook, 1952. U.
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